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Wherever this insignia appears, it says: 
this is part of the S. S. Kresge Company. 
Chir corporate symbol has been created to 
aid in strengthening the Company's 
identity in all aspects of operation. 










1967t 


1966 


Sales 

$1,385,693,925 

$1,090,181,489 

Kresge. K mart and Jupiter Stores 


943 


915 

Net Operating Income 

Per Share# 

$ 

34,915,336 
$3.09 

$ 

28,609,016 

$2.55 

Average Number of Shares Outstanding 


11,303,535 


11,218,475 

Cash Dividends Declared 

Per Share 

$ 

10,187,807 
$ .90 

$ 

8,702,179 
$ .775 

Employees Compensation and Benefits 

Per Sales Dollar 

$ 

205,815,436 
14.85% 

$ 

165.016,950 

15.14% 

Depreciation and Amortization 

Per Sales Dollar 

$ 

15,714,313 

1.13% 

$ 

14.004,696 
1.28% 

Fixed Asset Additions 

$ 

31,428,051 

$ 

24,188,024 


*Calculation based upon average number of shares outstanding 
IFiscal year ended January 31. 1968 
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To the Shareholders: 

Your company again reached new highs in sales and 
profits for the 12 months ended January 31, 1968. 

Consolidated volume of $1,385,693,925 exceeded 
the 1966 calendar year s sales by 27.1 percent. 

Record earnings of $34,915,336 or $3.09 per share, 
compared with $28,609,016 and $2.55 per share for the 
prior year, were achieved in spite of a greatly accelerated 
expansion program and heavier-than-usual store-closing 
costs. 

Fifty-six new K mart department stores—including 
one fire-loss replacement — were opened during the year, 
compared with 40 openings in 1966. Start-up costs, 
including pre-opening expenses, were approximately 
$2,000,000 higher. 

Of even greater importance was the immeasurable 
indirect cost of managers 9 transfers. New-store 
appointments —plus retirements, executive promotions and 
other management changes —resulted in the movement of 
512 store managers, compared with 305 such moves in 
the prior year. 


An increase of $1,090,000 in “loss-on-disposal” 
charges was attributable to the closing of 36 stores, 23 
during the final weeks of the year. 

Fifteen Kresge stores were remodeled during the past 
year and seven were converted to Jupiter discount 
operations. 

Our 1968 program is similar to last year's. We expect 
to open a comparable number of new stores, and 
modernization of older units will continue. Research and 
development efforts will be intensified in several 
merchandising and operation areas. 

While there is much uncertainty regarding external 
factors that could affect retailers' operations in 1968, 

Kresge s outlook is highly favorable. With consumer income 
in an upward trend, our stores should continue to show 
substantial volume gains. Costs will also rise, but vigilant 
expense control and vigorous implementation of improved 
efficiency measures will help maintain an acceptable 
profit margin. 
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For several years preceding 1967, Kresge management 
increased sales and profits mainly through expansion of the 
K mart chain. The new-store program accelerated last year, 
but we also sought additional means to increase profitability 
with a minimum investment of capital and manpower. 

K mart (Australia) Limited 

After extensive investigation and negotiation 
beginning in early 1967, it was announced on January 3, 
1968 that the Company had entered into an agreement 
with G. J. Coles and Coy. Limited, of Melbourne, Australia, 
to open K mart discount department stores in Australia. 

Fifty-one percent of the voting stock of a new 
company — K mart (Australia) Limited—is owned by 
Kresge and 49 percent by Coles. In order to comply with 
the United States Commerce Department’s voluntary 
balance of payments program, Kresge had previously 
arranged foreign borrowings to finance its portion of the 


Australian company. 

The Board of Directors of K mart (Australia) Limited 
is comprised of four men from the Kresge Company and 
three from Coles. Kresge Chairman and President Harry B. 
Cunningham is chairman of the board. Sir Edgar Coles, 
chairman of Coles, is deputy chairman. 

Coles operates a leading chain of variety stores and 
supermarkets in the principal cities and towns of 
Australia. The exceptional management depth of the Coles 
Company will be of first importance in successfully 
launching and rapidly expanding K mart operations 
throughout the country. 

Kresge’s know-how is being made available to the 
new company, but it is expected that our participation after 
the first stores are open will be limited mainly to the services 
of an experienced K mart executive stationed in Australia 
as resident consulting managing director. The first such 
executive is Albert W. Ley, who served in the discount 
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division of the Kresge Company since the inception of the 
K mart program in 1962. For the last two years he was 
assistant general manager of all discount operations in 
the United States. 

K mart (Australia) Limited will operate discount 
stores designed similarly to Kresge’s K mart stores in the 
United States and Canada. They will introduce the first 
modem one-floor, central-check-out discount department 
stores in that country. The stores will provide one-stop 
shopping with under-roof K mart discount food markets 
licensed to the supermarket division of the Coles Company. 
Merchandise will be 95 percent Australian. There are no 
plans to supply American goods to the Australian stores, 
but Kresge will share with the new company any advantage 
it may have in overseas markets. 

The first Australian K mart is expected to open in late 
1968 or early 1969 on a fifteen-acre site in East Burwood, 
Victoria, approximately 10 miles from downtown 


Melbourne. A number of additional locations are currently 
being reviewed with an eventual goal of opening stores 
in all seven Australian states. 

Kresge management is optimistic about the potential 
of Australian K mart operations. The country’s economy 
is healthy, and the outlook for future growth is excellent — 
particularly for mass merchandising. 

A collateral reason for our enthusiasm regarding the 
Australian venture is its obvious value as a pilot project 
if and when Kresge wishes to extend K mart operations 
to other parts of the world. 

K mart Gasoline Stations 

From the beginning, K mart discount department 
stores were conceived as one-stop shopping centers where 
customers could conveniently obtain the majority of 
their shopping needs. The existence of over 200 strategic 
sites suggested the further expansion of complementary 
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consumer services to capitalize more fully on properties, 
traffic and personnel. 

K marts are generally located in suburban areas where 
major highways and expressways make each store easily 
accessible to some 75,000 residents, all arriving at K mart 
by cars. Inherent in this flow of automobile traffic is the 
need for gasoline. 

As an experiment, the Company opened a pilot K mart 
gasoline station in April, 1967 on the parking lot of a store 
in Atlanta, Georgia. Its success resulted in the opening of 
two more gas stations in January, 1968 in metropolitan 
Atlanta. 

True to the K mart tradition of quality products 
at discount prices, the stations sell only top-grade gasoline, 
both regular and ethyl, at the lowest independent prices 
prevailing in the areas. 

Since the first three locations are generating volume 
at a rate well beyond pre-opening estimates, the Company 


is analyzing existing and future K mart locations with 
the ultimate aim of erecting 20 to 25 gas stations per year. 
Where possible, the stations will be built adjacent to 
freestanding K mart automotive service centers. 

K mart Chefs 

The heavy traffic on major arteries leading to K mart 
parking lots creates an ideal condition for the successful 
operation of America’s most popular eating 
establishments —drive-in restaurants. 

In October, 1967, the Company opened its first 
company owned and operated drive-in — K mart Chef —on 
the parking lot of the K mart store in Pontiac, Michigan. 

Through low prices and the convenience of complete 
self-service, the food unit is designed to accommodate 
family trade. Customers walk down a cafeteria-type line and 
serve themselves from a limited, high-tumover menu — 
hamburgers, cheeseburgers, frankfurters, fish sandwiches, 


K mart gasoline station, Atlanta, Georgia 





















French fried potatoes, fried apple turnovers, milk shakes, 
assorted carbonated and fruit drinks, coffee, hot chocolate 
and milk. 

Although K mart Chef has an ample staff to prepare 
food and maintain the unit, the only employee directly 
serving customers is a check-out cashier at the exit. 

Opening in the fall of the year, K mart Chef did not 
make its debut during the season of peak drive-in popularity, 
but it experienced immediate success. Plans are now in 
progress for at least 10 more units to be constructed 
throughout the United States in 1968 under the direction 
and supervision of the Company’s national food 
supervisory staff. 

K mart Building Supplies Departments 

The expanded department-store lines of our K mart 
stores are designed to attract families—husbands and 
wives shopping for major purchases and making decisions 


together. These householders are frequently do-it-yourself 
enthusiasts. Growing families, increased financial burdens 
or the difficulty of getting professional help often make 
it necessary for them to make desired additions or repairs 
to their homes and properties. 

Company research showed that many lumber firms 
do not cater to the needs of these individual home owners, 
but gear their sales efforts primarily to contractors or 
building firms. From the outset, K marts provided customers 
with a limited assortment of builders’ merchandise but 
did not supply all their needs for specially cut lumber, 
paneling, ceiling tiles, floor tiles, molding, insulation, etc. 

In late 1966 and early 1967, two enlarged building 
supplies departments were installed as adjuncts to 
K marts in Detroit and Pontiac, Michigan. An experienced 
lumber buyer was employed later to assist the further 
development of the line. 

Lumber departments will be added to existing K marts 


















and in planned new stores where market conditions 
appear attractive and space is available for the five- to 
six-thousand-square-foot area needed for a complete 
line of building supplies. 

Kresge Discount Stores 

As part of a continuing program to increase the 
profitability of Kresge variety stores, nine stores were 
converted to Kresge discount stores in 1967. 

These experimental stores retain their Kresge variety 
image while assuming many of the discount principles 
proven successful in K mart and Jupiter stores. All 
merchandise is discount priced, the advertising budget is 
increased substantially, assortments are restricted to 
productive departments and more specials are offered. 

A 30-50 percent sales increase and six stock turns 
annually are the minimum goals for a Kresge discount store. 

Initial results are still inconclusive, but management 


felt broader research should be conducted in this area. 
Twelve more stores will be converted to Kresge discount 
units in 1968. 

Management looks upon this experiment as a possible 
supplement to the Jupiter discount-store program, which 
has been highly successful in improving the profitability of 
more than 100 locations in recent years. 

Overseas expansion, K mart gasoline stations, 

K mart Chefs, K mart building supplies departments and 
Kresge discount stores —new directions of 7967—were 
designed to increase company sales and profits, to meet 
the needs of today’s consumers and further establish 
Kresge’s leading position in modem mass merchandising. 


Kresge discount store, Vincennes, Indiana 



















For the fiscal year ended January 31, 1968, consoli¬ 
dated sales of the Kresge Company increased 27.1 percent 
over volume for the calendar year ended December 31, 1966 
— $1,385,693,925 as compared with $1,090,181,489. 

Net income of $34,915,336 increased 22 percent over 
earnings of $28,609,016 reported for 1966. Based on the 
average number of shares outstanding, the per-share 
comparison was $3.09 against $2.55. 

Return on shareholders’ equity at the beginning of 
the year was 14 percent compared with 12.5 percent for the 
year ended December 31, 1966. 

Fiscal Year Change 

These comparisons and the following financial 
statements reflect the decision announced last year to adopt 
a February 1 through January 31 fiscal year to conform 
with the practice followed by most national general 
merchandising companies. 

The new fiscal year became effective February 1, 

1967. Since that date unaudited quarterly profit reports 


have been issued on a directly comparable basis. The last 
previous audited statement was issued as of December 31, 
1966. Our current balance sheet reflects the financial 
position of accounts on January 31, 1968 compared with our 
situation on December 31, 1966; and the consolidated 
statement of income for the 12 months’ period ended 
January 31, 1968 is compared with earnings for the 12 
months’ period ended December 31, 1966. 

As anticipated, our net profit percentage of 2.52 on 
sales was down slightly from the 1966 margin of 2.62 
percent. The decrease in margin was due partially to 
successive increases in the federal minimum wage — 
particularly as it affected variety operations —during a 
period of downward pressure on gross margins. These 
pressures still exist in 1968, but their impact on margins 
will continue to be minimized somewhat by comparative 
sales increases and improved turnover in all divisions of 
the Company. 

Two other factors affecting net margins during 1967 
were a substantially increased expansion program and 
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larger-than-average “loss-on-disposal” charges. 

Fifty-five new K marts were opened during the past 
year and one destroyed by fire was reopened, compared 
with 40 openings during 1966. While the typical K mart 
starts operating profitably soon after opening, pre-opening 
expenses and other start-up costs usually preclude an 
important contribution to net earnings during the first year 
of operation. 

The Company has planned a 1968 new-store program 
comparable with 1967’s. But with a higher base, a lesser 
drag on margins is anticipated. The greater proportion of 
K mart sales with generally higher net profit margins will 
also favorably affect consolidated net income during the 
current year. 

The “loss-on-disposal” account refers primarily to 
the write-off of furniture and fixtures and improvements 
on store closings and conversions, capital losses on the 
sales of Kresge real estate, and the practice of reserving for 
future losses when operating stores are closed prior to the 
expiration of lease terms. It does not include extraordinary 


expenses and merchandise markdowns incident to 
store closings. 

As noted in the divisional store summary chart, 20 
Kresge and six Jupiter stores were closed permanently and 
12 Kresge stores were closed for conversion to Jupiter 
operations. Seven of these latter stores were not included in 
the store count at year-end but reopened early in the 
current fiscal year. 

During 1967, Kresge was involved in the involuntary 
sale of three properties as a result of urban renewal 
programs. Capital losses on these transactions totaled over 
one-half million dollars. 

It is expected that the Company will continue each 
year to convert eight to 10 Kresge stores to Jupiters. 
Depending upon the results of the Kresge discount store 
experimental program, a further comparable group of 
variety stores may also be converted to this form 
of operation. 

Permanent closings of unprofitable Kresge and Jupiter 
stores will also continue. However, losses resulting 


SUMMARY OF SQUARE FEET OF SELLING AREA 



1962 

1963 

1964 

1965 

1966 

1967 

Kresge Stores 

United States 

Canada 

8.382.023 

1.063.552 

8.548.212 

1.056.134 

8,376,115 

1,108,928 

8,198,887 

1,089,303 

7,735.239 

1.065.978 

7.365.553 

1.045.102 


9.445,575 

9,604,346 

9.485.043 

9.288,190 

8,801,217 

8.410,655 

Jupiter Stores 

United States 

Canada 

271.179 

23,040 

325,661 

23,040 

493,876 

18,482 

682,950 

18,482 

801,609 

24,349 

856.528 

24.349 


294,219 

348,701 

512.358 

701,432 

825,958 

880,877 

K mart Stores* 

United States 

Canada 

993,950 

2,710,936 

207,577 

4,499,817 

421,071 

6,221,606 

639,533 

8,513,145 

1,034,431 

12,257,679 

1,080,801 


993,950 

2.918,513 

4,920,888 

6,861,139 

9,547,576 

13,338,480 

Grand Total 

10,733,744 

12,871,560 

14,918,289 

16,850,761 

19,174,751 

22,630,012 


*Total store selling space exclusive of food supermarkets 





















from these decisions will normally be somewhat below the 
$2,065,201 experienced in 1967, 

An investment credit of $1,446,000 against federal 
income taxes was accrued in 1967. The credit was taken 
for the partial year during which the investment credit 
program was operative — March 9, 1967 through January 
31, 1968. Assuming a comparable new-store program, the 
total tax benefit from this source will approximate 
$1,600,000 for the current year. 

Dividend Increase 

Dividends of $ .87-1/2 per common share were 
paid during the past year compared with $ .77-1/2 
during 1966. Cash dividends declared during fiscal 1967, 
representing a liability of the Company and shown on 
the statement of income, amounted to $10,187,807, or 
$ .90 per share. Quarterly dividends of $ .22-1/2 a share 
were declared in April, July and October, 1967 and 
January, 1968. 

In June of 1967, through a rights offering to 


shareholders, the Company arranged for the sale of 
$40,211,600 in 4-1/8 percent convertible subordinated 
debentures due June 15, 1992. The funds were utilized to 
reduce short-term borrowings in connection with the 
financing of increased inventories and accounts receivable 
requirements associated with our rapid expansion program. 

Despite capital expenditures of $31,428,051, 
working capital increased by $54,792,472. The principal 
sources of funds, in addition to the debenture issue, were 
sharply increased net income and greater depreciation 
charges. 

The improved current ratio was primarily a result of 
the debenture sale, but also relates to the change of fiscal 
years. Cash and accounts payable were always at a 
relatively high level at the end of the calendar year. The 
balance sheet at January 31 reflects a lower cash position 
resulting from the payment of heavy bills for Christmas 
merchandise shipments. Despite our substantial volume 
increase, trade accounts payable were reduced by 
nearly $5,000,000. 
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Stock Split Proposal 

On January 31, the Board of Directors proposed a 
three-for-one split of the Company’s common stock. The 
split is subject to approval by shareholders of a proposal to 
change authorized capital from 20 million shares of $5.00 
par to 60 million shares of $1.66-2/3 par common stock. 

If this proposal is approved, stockholders of record 
on or about June 3 will be mailed a stock certificate for two 
additional shares of $1.66-2/3 par for each $5.00 par 
share held. 

The board indicated its intention, if conditions 
warrant at that time, to declare at its May meeting a cash 
dividend of $ .25-1/2 per share payable in June of 1968. 
This will be equivalent to $ .08-1/2 per share on the 
shares to be outstanding after the split. 


DIVISIONAL STORE SUMMARY 



Kresge 

K mart 

Jupiter 

Total 

Stores in operation 

January 1, 1967 

647 

162 

106 

915 

Stores opened 

— 

55 

— 

55 

Closed permanently 

20* 

— 

6* 

26* 

Closed in 1966— 

reopened in 1967 

— 

— 

8 

8 

Converted in 1967 

5* 

— 

5 

— 

Closed temporarily 

for conversion 
(to be reopened 
as Jupiters) 

7* 



7* 

Closed in 1967— 
fire loss 

1* 

2* 


3* 

reopened in 1 967 

— 

1 

— 

1 

Net Change 

33* 

54 

7 

28 

Stores in operation 

January 31, 1968 

614 

216 

113 

943 


GEOGRAPHICAL DISTRIBUTION 
OF STORES, January 31. 1968 


United States Kresge K mart Jupiter 


Alabama 

3 

4 


Arizona 

5 



Arkansas 


3 


California 

8 

16 


Colorado 

2 

6 


Connecticut 

10 


5 

Delaware 

1 



Florida 

12 

2 


Georgia 

4 

10 


Idaho 


1 


Illinois 

51 

13 

22 

Indiana 

27 

11 

9 

Iowa 

15 

4 

4 

Kansas 

3 

2 

2 

Kentucky 

9 

3 


Louisiana 

1 

3 


Maine 

2 


1 

Maryland 

14 


1 

Massachusetts 

14 


1 

Michigan 

93 

29 

8 

Minnesota 

9 


4 

Missouri 

13 

1 

4 

Montana 

1 



Nebraska 

3 

1 

1 

Nevada 

1 

1 


New Hampshire 



1 

New Jersey 

15 


2 

New Mexico 

1 

1 


New York 

32 

7 

9 

North Carolina 

1 

7 


North Dakota 

1 

2 

1 

Ohio 

71 

12 

11 

Pennsylvania 

42 

10 

6 

Rhode Island 



1 

South Carolina 

2 

4 


South Dakota 

1 

2 

1 

Tennessee 

3 

5 


Texas 

16 

19 


Utah 


2 


Vermont 



1 

Virginia 

6 

5 

1 

Washington 


6 


West Virginia 

3 

1 

3 

Wisconsin 

17 

3 

8 

Wyoming 


1 


District of Columbia 

6 


1 

Commonwealth of 




Puerto Rico 

6 



Canada 




Alberta 

7 

2 

1 

British Columbia 

6 



Manitoba 

3 

2 


New Brunswick 


2 


Nova Scotia 

1 

2 


Ontario 

52 

11 

3 

Quebec 

16 


1 

Saskatchewan 

5 




*Reductions 


Total 


614 216 


113 






















CONSOLIDATED INCOME AND INCOME RETAINED 


Fiscal year ended 

January 31 December 31 

1968 1966 

Sales 

Income from leased departments 

Interest income 

$1,385,693,925 

15,473,844 

683,220 

$1,090,181,489 

12,506,979 

337,621 


1,401,850,989 

1.103,026,089 

Cost of merchandise sold (including buying and occupancy costs) 

Selling, general and administrative expenses 

Interest 

Loss on disposals of fixed assets and cancellation of leases 

1,045,505,836 

287,432,288 

3,828,328 

2,065,201 

816,092.280 

230,425,519 

2,539,391 

975,883 


1,338,831,653 

1,050,033.073 


63,019,336 

52,993,016 

Estimated income taxes, including deferred income taxes— 

U.S., less investment credit of $1,446,000 and $1,032,000, respectively 
Canadian 

23,324,525 

4,779,475 

20.653.000 

3,731.000 


28,104,000 

24.384,000 

Net income for the year 

34,915,336 

28,609.016 

Income retained for use in the business at beginning of year (Note B) 

Cash dividends declared—$ .90 and $ .775 a share, respectively 

188,200,415 

(10,187,807) 

172,323,474 

(8,702,179) 

Income retained for use in the business at end of year 

$ 212,927,944 

$ 192.230,311 

Net income per share of common stock, based on average shares outstanding 

$3.09 

$2.55 
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CONSOLIDATED BALANCE SHEET 


Assets 

January 31 
1968 

December 31 
1966 

Current Assets: 

Cash 

Certificates of deposit 

Marketable securities, at cost approximating market 

Accounts receivable, less allowance for possible losses of $2,870,000 
and $1,732,000, respectively 

Merchandise inventories at lower of cost (approximate first-in. first-out) or market 
Operating supplies and prepaid expenses 

$ 21,938,831 
4,162,500 
13,822,441 

65,953,771 

223,933,252 

7,715,441 

$ 35,191,432 
10,307,250 
10,358,292 

41,898,740 

166,083,855 

3,939,273 


337,526,236 

267.778.842 

Other Assets and Deferred Charges 

3,070,396 

2.111,773 

Fixed Assets, at cost: 



Land 

34,159,419 

35,274,362 

Buildings 

53,540,869 

51,826,940 

Furniture and fixtures 

164,631,941 

147.394.314 


252,332,229 

234,495.616 

Less—Depreciation 

98,575,222 

90.323.551 


153,757,007 

144.172.065 

Leasehold improvements, less amortization 

24,299,276 

24.347,618 

Construction in progress 

6,882,706 

4.329,375 


184,938,989 

172,849,058 


$525,535,621 

$442,739,673 
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Liabilities 

January 31 
1968 

December 31 
1966 

Current Liabilities: 

Portion of long-term debt due within one year (Note C) 

Notes payable to banks 

Accounts payable—trade 

Accrued taxes (other than U.S. and Canadian income taxes) 

Accrued payrolls, expenses and other liabilities 

Dividend payable 

U.S. and Canadian income taxes 

$ 1,828,877 

23,850,000 
83,884,570 
13,257,936 
20,829,625 
2,553,451 

19,962,151 

$ 1,616,107 

2,300,000 
88,631,347 
14,200.774 
19,752.658 

17.479,494 


166,166,610 

143,980.380 

Long-Term Debt, less portion due within one year (Note C) 

63,475,853 

26,254,131 

Deferred U.S. and Canadian Income Taxes 

20,260,700 

20,701.800 

Stockholders' Equity: 

Common stock (Notes C, D and F)—Authorized 20,000,000 shares at $5 par value 
Issued—11,345,637 and 11,250,118 shares, respectively 

Capital in excess of par value, statement attached 

Income retained for use in the business, statement attached (Note C) 

56,728,185 

6,314,767 

212,927,944 

56,250,590 

3,661,079 

192,230,311 

Less—9.249 and 9,254 shares, respectively, held in treasury, at cost 

275,970,896 

338,438 

252,141.980 

338,618 


275,632,458 

251.803,362 


$525,535,621 

$442,739,673 
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CONSOLIDATED STATEMENTS 


Fiscal year ended 

January 31 December 31 

Capital in Excess of Par Value 1968 1966 


Balance at beginning of year (Note B) 

Excess of proceeds over par value of common stock sold to officers and 

$3,699,707 

$1,923,652 

employees under stock option and purchase plans (Note F) 

2,591,770 

1,737.427 

Excess of face value of debentures converted over par value of 349 shares 



of common stock, less cash in lieu of fractional shares 

23,290 


Balance at end of year 

$6,314,767 

$3,661,079 



January 31 

December 31 

Source and Application of Funds 

1968 

1966 

Source of Funds: 



Net income 

$34,915,336 

$28.609,016 

Depreciation and amortization 

15,714,313 

14.004,696 

Increase in deferred U. S. and Canadian income taxes 

664,950 

1.205.800 

Sales of fixed assets 

4,561,895 

1,467.693 

Sales of common stock under stock option and purchase plans 

3,049,120 

2,299,127 

Sale of convertible debentures, less related expenses of $867,332 

39,344,268 



98,249,882 

47,586,332 

Application of Funds: 



Additions to fixed assets 

31,428,051 

24,188.024 

Cash dividends declared 

10,187,807 

8.702.179 

Reduction of notes and mortgages payable 

1,825,750 

1.615,009 

Other 

15,802 

21.948 


43,457,410 

34.527,160 

Increase in working capital (Note B) 

$54,792,472 

$13,059,172 
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NOTES TO FINANCIAL STATEMENTS 


(A) Basis of Consolidation : 

All subsidiary companies have been included in the consolidated 
financial statements. In consolidation the assets, liabilities and operations of 
the Canadian subsidiary were translated into U.S. dollars at appropriate rates 
of exchange. For the year ended January 31. 1968. the assets and net 
income of the Canadian subsidiary company amounted to approximately 
14% and 1 3% of the consolidated assets and net income, respectively. 

(B) Change of Fiscal Year: 

In 1 967, the Company changed its fiscal yearfrom December 31 to 
January 31. Summarized below are the changes in income retained for use in 
the business for the transitional one-month period ended January 31.1967 : 


Income retained for use in the business 

December 31. 1966..$192.230.311 

Loss for the month of January. 1967. (1.778.399) 

Cash dividends declared—$ .20 per share. (2.251.497) 

Income retained for use in the business 
January 31. 1967.$188.200.415 


During January. 1967. capital in excess of par value increased 
$38,628 from the exercise of stock options and working capital decreased * 
$7,231,308. 


(C) Long-Term Debt: 

4%% convertible subordinated debentures. $40.185.900 

3%% and 4%% notes, payable in varying amounts 
through December 16. 1983 ($1,625,000 due 

within one year). 23.250.000 

Real estate mortgages. 1.868.830 

65.304.730 

Portion due within one year. 1.828.877 

$63,475,853 


The debentures due June 1 5. 1992 are convertible into common 
stock at $72 a share. The indenture relating to the debentures provides that the 
Company shall pay $1.600.000 into a sinking fund before June 1 5 each year 
from 1978 to 1991. The debentures are subject to redemption through oper¬ 
ation of the sinking fund on any June 15. from 1978 to 1991 at 100% of 
principal amount, or at any time at the option of the Company at prices rang¬ 
ing from 104%% of principal amount in 1967 to 100% of principal amount 
in 1987 and thereafter. At January 31. 1968. 558.146 shares of authorized 
common stock are reserved for conversion. On the assumption of complete 
conversion of debentures, the effect on net income per share of common 
stock for the year ended January 31. 1968 would not be material. 

Accounting Principles Board Opinion No. 12 temporarily sus¬ 
pended the accounting requirement of assigning a value to the conversion 
privilege of convertible debentures. This treatment would have had the effect 
of recognizing debt discount subject to amortization. If the provisions of 
a future APB opinion require retroactive application, the effect of the amorti¬ 
zation of such debt discount on net income for the year ended January 31. 
1968 would not be material. 


The agreements relating to the notes payable and the indenture 
restrict the payment of dividends (other than stock dividends) and the pur¬ 
chase or retirement of shares of the Company's common stock. Under the 
most restrictive of these covenants, income retained of approximately 
$58,000,000 is free from such restrictions at January 31. 1968. 

(D) Common Stock and Stock Split: 

The Board of Directors has adopted a three-for-one stock split, 
subject to approval by the stockholders at the Annual Meeting in May. 1968 
of a change in the authorized common stock to 60.000.000 shares of $1.66 % 
par. 

(E) Retirement Income Plans: 

The Company and its subsidiaries have non-contributory retire¬ 
ment pension plans covering most employees, whose eligibility is based on 
age and years of service. The total pension expense for the year was 
$3,213,700. The Company's policy is to fund pension cost accrued. The 
actuarially computed value of vested benefits as of January 31.1968 was not 
in excess of pension fund assets. 


(F) Stock Option and Purchase Incentive Plans: 



Number 

Price 

Stock options— 

of Shares 

Per Share 

Under option at December 31. 1966 . 
Options exercised (3,700 shares in 

27.930 

$14.79 and $15.44 

January. 1967). 

At January 31. 1968— 

. (19.040) 

$14.79 and $15 44 

Under option. 

8,890 

$14.79 

Options exercisable. 

Available for future grants. 

Stock purchase incentive plans— 

Available for purchase at December 

4.130 

None 

$14.79 

31.1966 and January 31. 1967. . 
Purchases during the year through 

. 500.000 

85% of market value 

payroll deductions. 

Available for purchase at January 

31. 1968 . 

. 76.130 

423.870 

$36.98 


(G) Commitments: 

Minimum annual rentals under 993 leases for stores occupied at 
January 31. 1968 aggregated $49,615,000. These leases expire during ten 
year periods ending January 31. as follows: 

1978 $ 8.783.000 

1988 34.914.000 

1998 4.933.000 

1999 to 2035 985.000 

$49,615.000 

Certain leases provide for additional rents based on sales in excess 
of amounts covered by minimum rental and for taxes and other expenses. 


OPINION OF INDEPENDENT ACCOUNTANTS 


To the Stockholders and 
Board of Directors of 
S. S. Kresge Company 


211 West Fort Street 
Detroit 48226 
March 15, 1968 


In our opinion, the accompanying consolidated balance sheet, the related consolidated statements of capital in excess of par value, 
income and income retained for use in the business and source and application of funds present fairly the financial position of 
S. S. Kresge Company and its subsidiary companies at January 31, 1968, the results of their operations and the supplementary 
information on funds for the year, in conformity with generally accepted accounting principles applied on a basis consistent with 
that of the preceding year. Our examination of these statements was made in accordance with generally accepted auditing stan¬ 
dards and accordingly included such tests of the accounting records and such other auditing procedures as we considered necessary 
in the circumstances. 


PRICE WATERHOUSE & CO. 














































10 YEAR FINANCIAL REVIEW 



1967t 

1966 

1965 


Sales 

$1,385,694 

$1,090,181 

$851,443 


Kresge, K mart and Jupiter Stores 

943 

915 

895 


Net Operating Income 

$ 34,915 

$ 28,609 

$ 22,154# 


Per Share* 

3.09 

2.55 

2.00 


Per Sales Dollar 

.0252 

.0262 

.0260 


Kresge—Cash Dividends Declared 

$ 10,188 

$ 8.702 

$ 7,761 


Per Share 

.90 

.775 

.70 


Per Sales Dollar 

.0074 

.0080 

.0091 


Inventories of Merchandise 

$ 223,933 

$ 166,084 

$136,187 


% to Sales 

16.16% 

15.23% 

15.99% 


Net Working Capital 

$ 171,360 

$ 123,798 

$110,739 


% to Sales 

12.37% 

11.36% 

13.01% 


Net Worth 

$ 275,632 

$ 251,803 

$229,597 


Per Share* 

24.38 

22.45 

20.72 


Long-Term Debt 

$ 63,476 

$ 26,254 

$ 27,869 


Fixed Asset Additions less Retirements 

$ 26,866 

$ 22,720 

$ 13,188 



Dollar amounts shown in thousands 

*Calculations based on the average number of shares outstanding and the 1966 two-for-one stock split 
+Fiscal year ended January 31, 1968 

* Excluding non-recurring capita! gain of $1,315,418 ($ .12 per share) 


18 























1964 

1963 

1962 

1961 

1960 

1959 

1958 

. $688,776 

$543,671 

$483.013 

$450,605 

$434,945 

$404,905 

$384,379 

885 

854 

821 

777 

759 

725 

706 

$ 17.374 

1.58 

.0252 

$ 11.089 

1.01 

.0204 

$ 9.053 

.82 

.0187 

$ 9,197 

.84 

.0204 

$ 11,403 

1.04 

.0262 

$ 12.686 

1.15 

.0313 

$ 13,795 

1.25 

.0359 

$ 6.602 

.60 

.0096 

$ 6.607 

.60 

.0122 

$ 8,273 

.75 

.0171 

$ 8.829 

.80 

.0196 

$ 8,829 

.80 

.0203 

$ 8.829 

.80 

.0218 

$ 8,829 

.80 

.0230 

$108,266 

15.72% 

$ 90,796 

16.70% 

$ 81,172 

16.81% 

$ 72,501 

16.09% 

$ 67,786 

15.58% 

$ 64,802 

16.00% 

$ 60,055 

1 5.62% 

$ 93,362 

13.55% 

$ 83,969 

15.44% 

$ 63,595 

13.17% 

$ 62,891 

13.96% 

$ 62.371 

14.34% 

$ 71,379 

17.63% 

$ 66,447 

17.29% 

$212,419 

19.31 

$202,544 

18.42 

$197,996 

17.96 

$198,270 

17.97 

$196,843 

17.84 

$203,466 

18.44 

$199,609 

18.09 

$ 29,407 

$ 31,182 

$ 16,983 

$ 18,332 

$ 19.752 

$ 19.629 

$ 20,726 

$ 14,724 

$ 12.638 

$ 11,739 

$ 10,083 

$ 11,783 

$ 9,717 

$ 9,738 
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